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CHAPTER REFERRED TO IN OTHER SECTIONS

This chapter is referred to in sections 77ccc, 77hhh,
773ij, TTkkk, TTwww, T7zzz, 78c, 80a-2, 80a-3, 80a-37,
80a—-49, 80b-2 of this title; title 7 section 12a; title 16 sec-
tions 824, 824a-3, 824e, 825d, 825q, 839f; title 29 sections
306, 432; title 42 section 7651b.

§79. Short title of chapter

This chapter may be cited as the ‘‘Public Util-
ity Holding Company Act of 1935”°.

(Aug. 26, 1935, ch. 687, title I, §36, formerly §33,
49 Stat. 838; renumbered §35, Pub. L. 102-486,
title VII, §711, Oct. 24, 1992, 106 Stat. 2905; re-
numbered §36, Pub. L. 104-104, title I, §103, Feb.
8, 1996, 110 Stat. 81.)
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STATE AUTHORITIES; CONSTRUCTION

Section 731 of title VII of Pub. L. 102-486 provided
that: ‘“Nothing in this title [enacting sections 79z-b5a
and 79z-5b of this title and sections 824/, 824m, and
8250-1 of Title 16, Conservation, amending sections 796,
824, 824j, 824k, 825n, 8250, and 2621 of Title 16, and
amending provisions set out as a note under section 79k
of this title] or in any amendment made by this title
shall be construed as affecting or intending to affect, or
in any way to interfere with, the authority of any
State or local government relating to environmental
protection or the siting of facilities.”

§ 79a. Necessity for control of holding companies
(a) Interstate nature of holding companies

Public-utility holding companies and their
subsidiary companies are affected with a na-
tional public interest in that, among other
things, (1) their securities are widely marketed
and distributed by means of the mails and in-
strumentalities of interstate commerce and are
sold to a large number of investors in different
States; (2) their service, sales, construction, and
other contracts and arrangements are often
made and performed by means of the mails and
instrumentalities of interstate commerce; (3)
their subsidiary public-utility companies often
sell and transport gas and electric energy by the
use of means and instrumentalities of interstate
commerce; (4) their practices in respect of and
control over subsidiary companies often materi-
ally affect the interstate commerce in which
those companies engage; (56) their activities ex-
tending over many States are not susceptible of
effective control by any State and make dif-
ficult, if not impossible, effective State regula-
tion of public-utility companies.

(b) Protection of investors and interests of con-
sumers

Upon the basis of facts disclosed by the reports
of the Federal Trade Commission made pursuant
to S. Res. 83 (Seventieth Congress, first session),
the reports of the Committee on Interstate and
Foreign Commerce, House of Representatives,
made pursuant to H. Res. 59 (Seventy-second
Congress, first session) and H. J. Res. 572 (Sev-
enty-second Congress, second session) and other-
wise disclosed and ascertained, it is declared
that the national public interest, the interest of
investors in the securities of holding companies
and their subsidiary companies and affiliates,
and the interest of consumers of electric energy
and natural and manufactured gas, are or may
be adversely affected—

(1) when such investors cannot obtain the in-
formation necessary to appraise the financial
position or earning power of the issuers, be-
cause of the absence of uniform standard ac-
counts; when such securities are issued with-
out the approval or consent of the States hav-
ing jurisdiction over subsidiary public-utility
companies; when such securities are issued
upon the basis of fictitious or unsound asset
values having no fair relation to the sums in-
vested in or the earning capacity of the prop-
erties and upon the basis of paper profits from
intercompany transactions, or in anticipation
of excessive revenues from subsidiary public-
utility companies; when such securities are is-
sued by a subsidiary public-utility company
under circumstances which subject such com-
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pany to the burden of supporting an overcapi-
talized structure and tend to prevent vol-
untary rate reductions;

(2) when subsidiary public-utility companies
are subjected to excessive charges for services,
construction work, equipment, and materials,
or enter into transactions in which evils result
from an absence of arm’s-length bargaining or
from restraint of free and independent com-
petition; when service, management, construc-
tion, and other contracts involve the alloca-
tion of charges among subsidiary public-util-
ity companies in different States so as to
present problems of regulation which cannot
be dealt with effectively by the States;

(3) when control of subsidiary public-utility
companies affects the accounting practices
and rate, dividend, and other policies of such
companies so as to complicate and obstruct
State regulation of such companies, or when
control of such companies is exerted through
disproportionately small investment;

(4) when the growth and extension of holding
companies bears no relation to economy of
management and operation or the integration
and coordination of related operating prop-
erties; or

(5) when in any other respect there is lack of
economy of management and operation of pub-
lic-utility companies or lack of efficiency and
adequacy of service rendered by such compa-
nies, or lack of effective public regulation, or
lack of economies in the raising of capital.

(c) Declaration of policy of chapter

When abuses of the character above enumer-
ated become persistent and wide-spread the
holding company becomes an agency which, un-
less regulated, is injurious to investors, consum-
ers, and the general public; and it is declared to
be the policy of this chapter, in accordance with
which policy all the provisions of this chapter
shall be interpreted, to meet the problems and
eliminate the evils as enumerated in this sec-
tion, connected with public-utility holding com-
panies which are engaged in interstate com-
merce or in activities which directly affect or
burden interstate commerce; and for the purpose
of effectuating such policy to compel the sim-
plification of public-utility holding-company
systems and the elimination therefrom of prop-
erties detrimental to the proper functioning of
such systems, and to provide as soon as prac-
ticable for the elimination of public-utility
holding companies except as otherwise expressly
provided in this chapter.

(Aug. 26, 1935, ch. 687, title I, §1, 49 Stat. 803.)
CHANGE OF NAME

Committee on Interstate and Foreign Commerce of
House of Representatives changed to Committee on En-
ergy and Commerce immediately prior to noon on Jan.
3, 1981, by House Resolution No. 549, Ninety-sixth Con-
gress, Mar. 25, 1980. Committee on Energy and Com-
merce of House of Representatives treated as referring
to Committee on Commerce of House of Representa-
tives by section 1(a) of Pub. L. 104-14, set out as a note
preceding section 21 of Title 2, The Congress. Commit-
tee on Commerce of House of Representatives changed
to Committee on Energy and Commerce of House of
Representatives, and jurisdiction over matters relating
to securities and exchanges and insurance generally
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transferred to Committee on Financial Services of
House of Representatives by House Resolution No. 5,
One Hundred Seventh Congress, Jan. 3, 2001.

SECTION REFERRED TO IN OTHER SECTIONS
This section is referred to in title 16 section 839f.

§ 79b. Definitions; application of chapter
(a) Definitions

When used in this chapter, unless the context
otherwise requires—

(1) “Person” means an individual or com-
pany.

(2) “Company’’ means a corporation, a part-
nership, an association, a joint-stock com-
pany, a business trust, or an organized group
of persons, whether incorporated or not; or
any receiver, trustee, or other liquidating
agent of any of the foregoing in his capacity
as such.

(3) “Electric utility company’” means any
company which owns or operates facilities
used for the generation, transmission, or dis-
tribution of electric energy for sale, other
than sale to tenants or employees of the com-
pany operating such facilities for their own
use and not for resale. The Commission, upon
application, shall by order declare a company
operating any such facilities not to be an elec-
tric utility company if the Commission finds
that (A) such company is primarily engaged in
one or more businesses other than the business
of an electric utility company, and by reason
of the small amount of electric energy sold by
such company it is not necessary in the public
interest or for the protection of investors or
consumers that such company be considered
an electric utility company for the purposes of
this chapter, or (B) such company is one oper-
ating within a single State, and substantially
all of its outstanding securities are owned di-
rectly or indirectly by another company to
which such operating company sells or fur-
nishes electric energy which it generates; such
other company uses and does not resell such
electric energy, is engaged primarily in manu-
facturing (other than the manufacturing of
electric energy or gas) and is not controlled by
any other company; and by reason of the small
amount of electric energy sold or furnished by
such operating company to other persons it is
not necessary in the public interest or for the
protection of investors or consumers that it be
considered an electric utility company for the
purposes of this chapter. The filing of an appli-
cation hereunder in good faith shall exempt
such company (and the owner of the facilities
operated by such company) from the applica-
tion of this paragraph until the Commission
has acted upon such application. As a condi-
tion to the entry of any such order, and as a
part thereof, the Commission may require ap-
plication to be made periodically for a renewal
of such order, and may require the filing of
such periodic or special reports regarding the
business of the company as the Commission
may find necessary or appropriate to insure
that such company continues to be entitled to
such exemption during the period for which
such order is effective. The Commission, upon
its own motion or upon application, shall re-
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